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Decision No. 37605 ----------------
BEFOP~ TEE P~~tR01J) CO:£~ISSION OF TEE STATE OF CALIFO~~IA 

In the M~ttcr of the a~plication of' 
P AC!FI C GAS k.~!) ELECTRIC C0712 &-rY,. a 
corporation, for ~ oreer of' the 
Railroad Co~ssion of the State of 
California authorizing applicant to 
i$sue $115,000,000 prL~cip~l amount 
of its First ~d Refunding ~orteage 
Bonds, Series L, 3%, due June 1, 
1974, and to use the proceeds for 
the purposes spec~fied in this 
petition, etc. 

BY TEE CO~SSION: 

< 
< 
< App1ic~tion No. 26387 

SECON°D SUP?LE::~TAL ORDER 

\';HE?.EAS, the Co:..""lission by Decision No. 37412, dated 

Oc'cober 18, 1944, reserved jurisdiction over the disposition by 

Pacific Gas ~d Electric Company of a portion (estimated at 

$2,602,000) of the savings in ~ederal taxes on income resulting 

from the issue of ~115,OOO,OOO of Firct a:c.d Refu.."lding Mortga.'ge 

Bonds, Series L, 3%, due J-.me 1, 1974.7 :m.d the paytlcnt of 

$115,499,000 of First and Refu."lding ~orteage Bonds, Series E, 

3-3/4%, :md 
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vr~~> Pacific Gas ~~d Electric Com~any reports that 

because of said bond ref~~ding it will effect ~ saving it: Federal. 

t~~es on income of $7,2341 090.87, and 

WHF.REAS., Pacific Gas a.."ld Electric Company has heretofore 

been autl10rized to use $;,7;4,;36.00 of said $7,234,090.::7 to write 

off bond discount, expense and premium, and 

1~AS, Pacific G~s ~d Electric Com~any asks pe~1ss1on 

to tr~sfer the remainder ($1,479,;04.87) of said $7,234,090.87 to 

its Reserve for Pensions, and 

WBEREAS, the Commission is of the opinion that said 

$7,234,090.87 is not an operating expense but mo.y be repclrted under 

Account ,07-A, Tax Sav~gs on Bond Refunding, with an appro~riate 

footnote showL~g the amount trinsferred to ~ortization of Bond 

Discount, Expense and Premi~ and the amount transferred to Reserve 

for Pensions, and tr .. ~t the company's request sAould be grm'lted :lS 

herc,~_i?rovided, therefore, 

IT IS EREEY ORDERED that Pacific Gas and Eleci;ric Company . 
may credit its Reserve for Pensions with sr:dd $1,479,;04.87 subject 

to the condition that the Railroad Commission reserves 'che right 

to exclude said $1,479,;04.87 trom operating expenses. 
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IT IS HEREBY FURTEER OP~ERED that the authority herein 

granted is effective u~on che date hereof. 

D~ted ~t s~ Fra.~cisco, California, this ~day of 

J~~uary, 1945. 

-3 



• • 
Application No. 26387 

CONCURRING OPINION 

I concur in the precedinp, ex parte o~der with the under~ 

standing (which the Com.ission assures me is correct) that' a 

trw,rer' herein authorized of the sum of $l,4.7~,504..87 to' appli­

c:antt~ Re~erVe for Pensions is in effect a charge to applicant"s 

Surplus and.' is not consid.ered ar. operatbg expense to be charged 

to the ~ate·paycrs. 

The preceding decision, I think; should also state how 

f~r the transfer to the Reserve for Pensions herein made will go 

to meet the alleged total deficiency in applicant's so-called 

past pensio!'l liability. In other words, th~, Com:ni~sion should have 

applicant I ~ ovm figU!'e of the required total reserve i·or pension 

and should pass on the reasonablene 55 of th~t figure and make it:! 

determina:t.ion to whit extent P3.st pension liaoility is to 'tie ,II. 

charge on future rate payer~ and to what 'extent 'it is 'to be a 

charge to surplus'. It ,-:;ho\lld be recalled that the COn"~ission 

heretofore has stated 'its po~;ition on so-ca.lled past pension 

liabilities of utili,ties and rio ex parte dt::cision should be r.:ade 

at this time that :night cast doubt on lons-established. Co:r.mi~sion 

policY' and prnctic~J. 

According to appiicantts'letter or December 27, '19L4, 

addres:!cd to the presidL~gC6mmics1oner in this case, ~~d'on 

which the "pre'ceding Second Supplemental Order' is' ba~ed,', Pacific Gas 

and Elect~ie COIl'.p,5Iil.Y'Will effect n saving'in Federiil taxes by 

reason of its bOndref'unding in:' the a.:nou.~t ot $7,234,,090.87. 

A~ I' understand 1.t,· if'the bond' retUnding had not t.s.ken, plael~, 
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ap~licant's Feaeral L~come tax payment in 1944 woula be greater 

by the',a::oU."'l.t j~$t.~t.at.::a than it actually will be.- Whether 

this difference between what .... '111 actually be paid in taxes a."ld 

what would. have been paie!. 1l.."lcie!" a. different set of circl.U:lstances 

represent" a real "saving" in operati."lg expenses is a question .. 

If, however, applicant's position is accepted and the reduction 

in tax payments ~~ consicered as an actual saving,. then the 

Commission ~hould decice whether this substa."ltial saving should 

accrue in whole or in part to the benefit of the rate payer~ 

through a corre~ponding recuction in the gas and electric rate~. 

In my, opinion any. reduction in the cost of rendering utility 

service ~bould go to the benefit of the rate payers after full 

allowance is nk~de by the Commission for all actual reasonable 

operating expenses ~lus a fair rate of return on a ~roper rate 

base., 
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CONCURRING OPINION 

In connection witb my signing this order I consider 

it appropriate and ~ecessa:y to now state in writing that in 

dOing so I am persuaded by Mr. Fankhauserts assurance that if 

in the future it sho\Jld develop that the pension res'erve hereby 

and heretotore establi~hed is larger in amount than necessary to ftul­

fill the purpose for which it is intended, later action by this 

COmmission can be taken which would capture a:n:y such surplus 

funds, they being subject to future treatment by the Commission 

as it may decide. 

Further, I deem it necessary and proper that 'the 

COmmission !ormally and thoroughly investigate all phases ot the 

pension matter as pertaining to the operations of this utility. 

In my opinion, the Commission has net heretofore taken such steps 

along these lines as should have been taken tor the benefit of all 

concerned. The utility, from an operating standpOint, its 

emploY6es, from the standpoint of their future security aI~ peace 

ot mind, as well as its rate payers are entitled to a cleaz-cut 

over-all decision trom this COmQission on this important ~atter. 

Until such a decision is rendered by this Co~ssion I do not con­

sider this order, involving $1, 479,504.87, as in any way tied 

in with the treatment of any other funds which h'lvetound their 

way into this utilityTs reserve for pensions, nor is it to be 

considered as a precedent of what my position in the future may be 

as to addi t1o.o.al funds which the Co:cm1ssion might be called upon 

to approve for transfer to the tor pensions. 

~ 
Frank w. Clark ~ 
. Commissioner ) 


